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GUYANA: KEY ECONOMIC INDICATORS 


Values in U.S. dollars unless otherwise specified 


1976 1977 
Exchange Rate: US$1.00 = 2:55 2.55 % Change 


INCOME, PRODUCTION, POPULATION 


GNP at Current Prices 414. 
GDP at Factor Cost 401. 
Per Capita GNP, Current Prices 518. 
Public Investment 1/ 139. 
Private Investment 2/ 7s 
Private Consumption — 250. 
Production Indices (1972=100) 


Sugar 105. 
Bauxite (calcined) 119. 
Rice Ai « 
Population (000) 799. 


MONEY AND PRICES 


Money Supply 
Interest Rates (%) 
Central Bank 
Commercial Prime 
Urban Consumer Price Index 
(end of year, 1970=100) : : ‘ N.A 


BALANCE OF PAYMENTS AND TRADE 
Foreign Reserves 3/ 46. 
Net Foreign Reserves -11. 
External Public Debt 4/ 259. 
Annual Debt Service 47 25 
Balance on Current Account -137. 
Balance of Trade -93. 
Merchandise Exports (FOB) 279. 
U.S.Share aos 
Merchandise Import (CIF) 363. 313. 314. 
U.S. Share 103. 84, -18 .6 N.A. 
Main Imports from U.S. (1976): Wheat, 45,000 tons, $9.8 million; Caustic Soda 
36,000 tons, $5.6 million; Urea, 6,000 tons, 
$1.2 million; Fabrics 10.3 million sq. yds., $4.4 million; 
Machinery and transport equipment, plus spare parts 
$22.4 million. 
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Includes investment of State Corporations 

Includes changes in inventory 

Includes banking system and Government special funds 

Does not include external debt of State Corporations, which at end of 
1977 was estimated at $70 million (all of which is guaranteed by the 
Government. 





SUMMARY 


Guyana's economy is highly dependent on foreign trade. In 1977, 
merchandise imports were equal to 75 percent of GNP and merchandise 
exports 62 percent. Two commodities, sugar and bauxite, accounted 

for 86 percent of exports, accentuating the country's economic 
dependency and vulnerability to external demand and price fluctuations. 


In recent years, the economy has been hard hit by price increases on 
oil and other imports, as well as by the collapse of the 1974-75 
"boom'' in the world sugar market and falling demand for calcined 
bauxite. At the same time, the Government, in its drive to make 
Guyana a socialist state, pursued ambitious public sector investment 
programs which kept imports at a level difficult to sustain and 

drew down foreign reserves. Nationalization of foreign firms in 
Guyana has discouraged foreign and domestic private investment and 
increased the foreign debt burden. The State Corporations, which 
with the government sector control 80 percent of the economy, have not 
generated sufficient surpluses to finance capital investment and thus 
have relied increasingly on foreign credit. 


In July of 1978 the Government reached agreement with the International 
Monetary Fund on a year's program to stabilize the economy. Despite 
this and other recent measures, it is recognized that the country faces 
a Significant period of economic adjustment and austerity which will 
include tight foreign exchange constraints. By and large, new trade 
opportunities will be tied to development assistance. Although the 
Government in August 1978 renewed its pledge to enact a private 
investment code for the country, no details have been announced. 


The Government in July 1978 announced its victory in a disputed 
referendum which permits the Government to postpone elections for as much 
as eighteen months while a new Constitution is being adopted. A 
principal objective of the new Constitution will be the transformation 
of Guyana into a socialist country. Thus, the governing Peoples National 
Congress (PNC) party of Prime Minister Burnham, which has been the 
dominant political party since before independence in 1966, appears to 
have assured its continuance in power for the immediate future. 





Part A - Current Economic Situation and Trends 


1977-Balance of Payments Crisis and Austerity Measures. 


Faced with continuing low sugar pices see a a net foreign reserve 
position, the Government at the beginning of 1977 took strong measures 

to conserve foreign exchange. Government expenditures, which had expanded 
dramatically in prior years to fund development projects and social 
programs, were reduced by 20 percent from 1976 levels, by sharp cutbacks 

in public works and other capital expenditures. Many development projects, 
notably the giant Upper Mazaruni Hydroelectric scheme, were cut or 

deferred indefinitely. Stringent controls were imposed on imports of 

capital equipment and "non-essentials" goods. As a result, total merchandise 
imports fell by 14 percent from 1976 levels, with non-oil imports declining 
by about 20 percent in value and 30 percent in volume. 


However, despite these and other austerity measures, Guyana finished 1977 
with a $98.8 million current account deficit (compared to $138 million 

in 1976) as merchandise exports fell 7 percent below 1976 levels. A 135 

day strike in the vital sugar industry resulted in an estimated $30 million 
loss in foreign exchange, with export tonnage falling by one third. 
Shipments of calcined bauxite (used principally for the manufacture of 
refractory bricks for the steel industry), which make up the greater part 
of bauxite exports by value, did not recover from the abnormally low levels 
registered in 1976, due to depressed conditions in the steel industry 
worldwide. 


Unlike 1976, drawdowns in foreign reserves accommodated only a small part 

of the external gap. Although able to meet official debt service obligations, 
the Central Bank delayed approval of remittances to foreign suppliers, 
depending on import priorities and the availability of foreign exchange. 

As debt servicing increased, net inflows of external capital declined 
sharply. Consequently, there was an accumulation of commercial debt, mostly 
in the form of arrears, which at year-end stood at $48 million or 48 percent 
of the external gap. Under increasing pressure from-foreign creditors and 
faced with mounting debt payments for 1978 and 1979, the Government in late 
1977 began negotiations with the IMF for a stand-by agreement. 


1977-Other Economic Developments 


During 1977, GNP declined by about 5 percent in real terms, mostly on account 
of production shortfalls in the export sector. Widespread labor strife and 
increasing costs of imported inputs sharply reduced profits of state 
corporations. Restrictions on imports had a depressing effect on manufacturing, 
as well as construction and services. A shortage of spare parts and emigration 
of skilled personnel were also factors which had an adverse impact on overall 
production and efficiency. 





Although domestic expenditures declined 7 percent, in response to 
cutbacks in public sector investment, the adjustment was not enough 

to compensate for the low level of output. Late in the year, retroactive 
wage hikes granted to public sector employees increased operating 
expenses of state corporations and ran up the government deficit. 
Domestic savings, equal to 5 percent of GNP, were too low to finance 
needed investment. Tax and current revenues collected financed only 

60 percent of government budget expenditures. 


The Central Bank maintained tight guidelines on local bank credit to 
private sector firms. However, public sector credit, including central 
bank support of the government deficit, expanded about 40 percent, 

mostly through increased bank holdings of treasury bills and loans to 
state corporations. As a consequence, the money supply expanded 23 percent, 
Causing excess liquidity in the banking system, which was compounded by 

a large number of deposits generated by arrears on imports. As in 

previous years, the Government and the State Corporations, to a large 
extent, depended on external credits, both commercial and concessionary, 

to finance capital investment. 


1978-Continuing Aus terity 


In the first half of 1978, the Government took further measures to control 
the external deficit. Import licensing became more restrictive. The 1978 
Government budget cut purchases of goods and services, allowing only 
marginal increases in expenditures for salaries and debt servicing. 

Consumer subsidies were eliminated. To help reduce the fiscal gap, special 
excises were imposed on liquor, cigarettes and other "non-essentials". 
Capital expenditures were largely restricted to projects having support 
from multilateral and bilateral aid programs. The Central Bank tightened 
both public and private sector credit. A four year economic program specified 
targets for the Government and State Corporations and outlined a general 
strategy to stabilize the economy, which calls for increased production, 
continued restraint on imports and increased savings to finance development. 


Power failures in the first half of 1978 disrupted economic activity. 
Exports, nevertheless, are projected to increase 17 percent over 1977. 
However, this will depend on good crop weather, stable industrial relations, 
and adequate financing. Imports are expected to remain at 1977 levels, thus 
implying a drop in the balance of payments deficit. 


In general the economic recovery will be slow. It will depend, in part, 

on development assistance from official lending agencies abroad and bilateral 
aid programs. A one year stand-by credit agreement concluded with the IMF 

in July 1978 is expected to lead to a gradual reduction in commercial arrears 
and a buildup of foreign reserves to adequate levels, together with 
increasing austerity. 





The PNC Government recently won an overwhelming victory in a referendum 
to amend the Constitution, which will delay parliamentary elections 
scheduled for this year until late 1979 or 1980. This may help reduce 
political uncertainties, as the Government implements its economic 
stabilization program. Nevertheless, the Opposition People's Progressive 
Party (PPP), which is also avowedly Marxist, will remain an important 
factor in the local political scene, through its control of the sugar 
workers’ union. 


Production and Export Sectors 


Despite the critical position of bauxite mining in the export sector, 
Guyana's economy remains basically agricultural with sugar the primary 
crop. Rice, although accounting for only about 10 percent of exports 

by value, is regarded as the third leg of the economy and will assume 
increasing importance, as large scale irrigation projects, financed by 
overseas donors, come on stream in the next decade. Livestock and food 
crop production, although expanding, is geared to the internal market. 
Shrimp, timber, gold and diamonds, along with garment manufactures, make 
lesser contributions to exports. Manufacturing accounts for less than 
10 percent of GNP and is confined to food processing, clothing, rum and 
beverages, with some activity in metal working and assembly operations. 


suger In 1977, as a result of a 135-day strike called by the Opposition 


controlled union during the second crop, production fell by 27 percent 
to 241,000 tons, with exports declining 30 percent to 208,000 tons. Of 
total shipments, 80 percent was sold in the UK at preferential prices under 
Lome Convention quotas, the rest in the U.S. and other markets at the 
lower world price. Export receipts were $74 million, compared to 
$102 million in 1976. In 1978, the industry expects to produce 350-360 
thousand tons, with late harvesting of the second 1977 crop. Export 
receipts will be about equal those in 1976, assuming good crop weather 
and an absense of serious labor troubles. 


Bauxite. In recent years, the industry has emphasized production of 
calcined bauxite, in which Guyana has a virtual monopoly. However, 

reduced demand for this product led to a 5 percent drop in shipments to 
693,000 tons during 1977. Shipments of dried metal grade bauxite were 

up 6 percent to 882,000 tons. Alumina exports were down slightly to 
264,000 tons. Because of improved prices, export receipts rose 15 percent to 
$130 million. Sales were mostly to Western countries, with the U.S. taking 
one third of calcined bauxite exports. During 1978, production is expected 
to improve only marginally on account of the slow recovery of the steel 
industry. However, by 1981, sales revenues are projected to double, as 
previous investments come on stream. Recently the Soviet Union agreed 

to undertake a feasibility study to aid Guyana in expanding alumina 
production three-fold. 





Rice. Despite a record crop of 210,000 tons, 1977 exports declined by some 
5,000 tons to 65,000 tons, reflecting low inventories from the poor 

1976 harvest of 110,000 tons. Export receipts declined 9 percent to 

$26 million. Because of drought conditions during the spring crop, 

the 1978 harvest will not equal the 1977 crop. However, stock levels 

will permit rice exports to reach record levels. As in previous years 

the bulk of exports will be to countries of the Caribbean, with some 
shipments destined for the world market. It is likely that East Bloc 
countries will absorb some production under recent bilateral trade 
agreements. 


Development Plans and Investment 


The Government has announced a $440 million four year (1978-81) capital 
investment program for the public sector, including the State Corporations. 
The program is designed to sustain a 5 percent real rate of economic 
growth. Investment is concentrated in the export sector to enable the 
economy to work toward equilibrium in the balance of payments. Although 
overseas loans from official sources will be available to cover much of 
this investment, additional external financing will be required to 
supplement domestic savings and internally generated funds. 


Under the program, central government capital expenditures are targeted 

at $295 million, with $61 million to be spent in 1978. Agricultural 
development will receive primary emphasis. U.S. development assistance, 
which rose significantly during 1978, is being directed almost wholly to the 
agricultural sector in support of this strategy. USAID, the World Bank and 
the Inter-American Development Bank, in participation with other donors, 
are funding large scale irrigation projects in rice growing areas along the 
coast at Tapakuma, Black Bush Polder and Mahaica-Mahaicony-Abary. Crop 
diversification, supported by USAID programs, and dairy farming will also 
receive attention. Hinterland development, which was emphasized in the 
past, will be confined to forestry projects having the financial backing 

of international and bilateral donors. Planned for completion in early 

1979 are a textile mill, financed by the People's Republic of China, a glass 
factory and a bicycle plant. 


Capital expenditures of the State Corporations for 1978-81 are programmed at 
$145 million, with $50 million planned for 1978. A large portion of these 
expenditures will have to be financed by foreign supplier credits and in 
some cases concessionary loans. During the four year period, the bauxite 
industry plans to spend $57 million to replace machinery and complete its 
expansion program. The state sugar corporation intends to invest about 

$20 million to increase sugar acreage and milling capacity and to diversify 
into oil palm and food crop production. Other investments will occur in 
timber, fisheries, food processing, milling and marketing facilities for 
rice, and bulk storage for rum. The public utilities, particularly the 
electricity corporation, will have to spend substantial sums to rehabilitate 
and replace equipment. 





Part B - Implications for the United States 


Trade Trends 


Despite a decline in market share, the U.S. in 1977 remained Guyana's 
largest single supplier, accounting for 23 percent of all imports. 
Restriction on imports of capital goods, as well as increased foreign 
exchange risks, appear to account for the $19.2 million drop in U.S. 

sales to Guyana. As in past years, major U.S. exports to Guyana included 
wheat, mining equipment, industrial chemicals, fabrics, metal products, 
pharmaceuticals, construction equipment, diesels, and electrical equipment. 
Bauxite, sugar, and shrimp remained the major U.S. imports from Guyana. 
During 1977, Guyana supplied 97 percent of U.S. imports of calcined 
bauxite. 


Guyana has recently concluded bilateral agreements with East Bloc countries 
to diversify its trade and to obtain credits needed for balance of payments 
support. Products to be imported under these arrangements, reportedly, 
include a broad range of consumer goods, such as textiles, and soap. 
Nevertheless, in the years ahead, Guyana's traditional trading partners, 
the U.S., Canada, the EEC and the Caribbean countries are likely to 
maintain a significant share of the import market, due to their ability 

to make timely delivery and to provide spare parts and servicing. 


In 1977, Guyana's trade imbalance with CARICOM continued to worsen due 

to the higher cost of oil from Trinidad. Guyana, along with Jamaica, 
imposed quantative restrictions on many imports from member states. 
Although CARICOM members are making efforts to increase intra-regional 
trade, the current economic crisis will limit Guyana's ability to greatly 
expand imports from the region. 


In general, foreign exchange allocation priorities and ceiling on local and 
external short-term commercial credit will tend to restrict imports during 
1978 and beyond. Imports of automobiles and other consumer durables are 
likely to remain suspended for 1978. Emphasis will be given to imports of 
essential foodstuffs, pharmaceuticals, spare parts, and other "essentials". 


Foreign Investment 


The Government's attitude toward foreign investment has been conditioned 

by its socialist ideology and approach to development. Most major foreign 
owned firms operating in Guyana have been nationalized. While private 
investment is tolerated, major projects must be in partnership with the 
Government. For the most part, the Government requires majority participation, 
control of exports and imports, and eventual management control. Under these 
circumstances, foreign companies have concentrated on the sale of turnkey 
projects and technical services rather than direct investment. The Government 
has pledged to enact a private investment code which will set forth the 
conditions under which foreign investment would be encouraged. 





Principal Contacts 


State Corporations are the major importers and exporters in Guyana. 
Private commission agents have had increasing difficulty obtaining import 
licenses. The Government is studying the feasibility of consolidating 

all imports under a centralized importing agency. 


Under the umbrella of the Guyana State Corporation (GUYSTAC), a state 
holding company, public trading entities are divided into two groups. 

Trading Group 1, which includes Guyana National Trading Corporation, 

Guyana Gajraj and Guyana Wrefords Limited, imports consumer goods, hardware, 
automotive parts, agricultural machinery and fertilizers. Trading Group 

2, which includes Guyana Stores Limited, Guyana Pharmaceutical Corporation, 
Guyana National Shipping Corporation, and Guyana Lithographic Limited, 
imports consumer goods, hardware, printing supplies and equipment, automotive 
supplies, marine supplies and. chemicals. 


Other GUYSTAC corporations are also important contacts. Guyana National 
Engineering Corporation, imports heavy earth moving and construction 
equipment and spare parts. Guyana 0il Corporation imports petroleum products. 
The public utilities group, which includes the Guyana Telecommunication 
Corporation and the Guyana Electricity Corporation are also importers of 
equipment and supplies. 


The Bauxite Industrial Development Corporation (BIDCO) and the Guyana 
Sugar Corporation (GUYSUCO), the two largest corporations in Guyana, are 
also likely customers for U.S. products. 


Trade Opportunities 


Any growth in sales to Guyana will, by and large, be tied to development 
assistance programs. As the World Bank, the Inter-American Development Bank 
and the U.S. Government through USAID implement large scale irrigation projects 
to expand agricultural production, opportunities will arise for sales of 

pumps and equipment for water control, as well as agricultural equipment and 
services. Crop development and farm management expertise will be needed. 
Contractors, for example, will be sought to construct drainage and irrigation 
systems, as well as feeder roads. 


Work on the Upper Mazaruni Hydroelectric/alumimm smelter project has been 
suspended indefinitely. However, the Government will continue to promote its 
implementation, seeking both financing and technology. Trade opportunities 
related to this project will be heavily influenced by sources of financing. 


Although Canada has granted tied trade credits for forestry development, 
prospects may eventually materialize for U.S. sales of equipment to the timber 
and wood working industries. Although no new major development projects 

are planned for 1978 in the bauxite industry, the long range sales potential 
of this industry should be recognized by U.S. exporters. Also, exporters 
offering products used in small scale, labor intensive manufacturing and 
energy saving devices are likely to find markets in Guyana, provided supplier 
credits are made available and import licenses are granted. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 
France and Benelux Countries 
Germany. and Austria 
Italy, Greece and Turkey 
Nordic countries 
Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
Fast Asia and Pacific 
Japan 

Southeast Asia 


Latin America 
Brazil, Argentina, Paraguay and Uruguay 
Mexico, Central America, and Panama 
Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 
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